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1.0 INTRODUCTION 


The constituents of the revolving capital of Berger Paints India Ltd are of the core to any 
business concern, especially where more current assets are involved in the business. Further, the 
concern should devise its own policies and procedures to maintain its current assets and short-term 
liabilities. Further, the liquidity order in the utilization of current assets is also studied. 


1.1 Statement of the Problem 


At present, in the competitive world, oil and gas companies are facing the problem of shortage 
of raw materials, power and availability of finance to suit the urgent needs of the customer 
requirements. Such issues arise due to not properly utilizing the working capital of the business. 
Hence, the present study is undertaken to determine whether the working capital is properly utilized 
or not by BPIL. 
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1.2 Objectives of the Study 


e To examine how far the current assets are utilized in Berger Paints India Ltd to the maximum 
at all times. 


e To offer suggestions for the maintenance of the working capital of Berger Paints India 


2.0 REVIEW OF LITERATURE 


Das (2017) researched the financing pattern and use of Tata Steel Limited's fixed assets from 
2011-2012 to 2015-2016. According to the research findings, owners had sufficient money to finance 
the necessary fixed assets, and the firm had sufficient long-term funds to finance the fixed and a 
portion of the current assets. In addition, the study found that owners had sufficient funds to finance 
the needed fixed assets. 

In their study, Farhan et al., (2021) analysed the effect that various aspects of working capital 
had on the overall financial performance of 82 Indian pharmaceutical companies throughout the 
period from 2008 to 2017. The research indicated that the financial performance of Indian 
pharmaceutical companies is favourably impacted by the collection period, payable period, and 
inventory holding period. Concurrently, the cash conversion cycle negatively affects return on assets, 
net operating margin and Tobin's Q. 

The impact of effective working capital management on business profitability was examined 
by Ganesan (2007). Although the research indicated a negative correlation between the "days 
working capital" and profitability, it did not find evidence that this factor had a substantial impact on 
the success of the firms in the telecommunications equipment sector. 

Kasiran et al, (2016) researched the effectiveness of the working capital management 
practises of a selection of Malaysian small and medium-sized enterprises. The effectiveness of 
working capital management was evaluated using three indices: the performance index of working 
capital management (Plwcm), the utilisation index of working capital management (UI wcm), and the 
efficiency index of working capital management (Elwcm). The findings of this research indicate that 
the selected small and medium size firm was less effective in managing their working capital during 
the period from 2010 to 2013. 


3.0 MATERIALS AND METHODS 


The data for the research is taken from the annual reports of Berger Paints India Ltd. The 
period of five years from 2017-2018 to 2021-2022 is taken for the research. 


3.1 Framework of Analysis 


Working Capital Index in its facets listed as “Utilization Index, Performance Index and 
Efficiency Index” are taken as the basis for estimating the utilization of circulating capital. 


3.2 Source of Data 


The data for the research has been taken from the annual report of Berger Paints India Ltd 
for the study period from 2017-2018 to 2021-2022. 


3.3 Scope of the Study 


The study is undertaken to find out mainly conducted to examine and reveal the utilization of 
working capital in Berger India Pvt Ltd. The factors influencing the availability of working capital are 
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determined with the help of the Performance Index, Utilization Index and Efficiency Index in the 
present study. Further, the research can be extended into the corporate social responsibility 
envisaged by Berger Paints India Limited, and further, study on buying behaviour of share prices in 
the market can be undertaken. 


3.4 Tools for Analysis 


The working capital index in the form of “Performance Index (PI), Utilization Index (UI) 
denoted, and Efficiency Index referred (EI)”: 


3.5 Performance Index (PI) 


The ratio between the changes in the sales and the rate of change in the current assets is 
termed as PI. The components of working capital are taken into account, and it is taken into the 
comparison of the sales. 


3.6 Utilization Index (UI) 


The UI expresses the level of utilization of the working capital during a particular year. 


3.7 Efficiency Index (EI) 
EI is the product of PI and UI. 


3.8 Structure Model 
3.8.1 Utilization Index in Current Assets 


As per the objectives, UI of the current assets of BPCL is calculated as per the formula given 


as under: 
Ul ca = gris 5g cert 
S:-—1 CA; 
Where, Ulca = = Utilization Index for Current Assets 
St = Sales revenue at period ‘T’ 
CAt = Current Assets at period ‘T’ 
Other Method 


Hi Salesinthe Current Year Current Assets inthe Previous Year 
SS 

CA Sales in the Previous Year Current Assets in the Current Year 

If the utilization index is more than one (UI > 1), then it is deduced that the current assets are 


properly utilized and vice versa. 


3.8.2 Performance Index 


PI depicts the effective utilization of current assets with reference to sales. If the sales 
proportionately increase in relation to working capital, which implies that the concern is performing 
well, and the current assets are properly supplied in order to meet the demand in sales. 
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If PI is more than one (PI > 1), then it is understood that the working capital is properly 
utilized towards the supply of current assets necessary for day-to-day business activities and vice 


versa. 
Sales inthe Current Year Working Capital in the Previous Year 
SS — Se 
Sales inthe Previous Year Working Capital in the Current Year 
3.8.3 Efficiency Index 


The product of both of UI and PI is referred as the Efficiency Index which studies the measure 
of the efficiency in the working capital management If EI is greater than one (UI > 1), then it is 
understood that there is an efficient management of the current assets and vice versa. 


Elgcm = Ulwcm X Plwcm 
Where, Ulwcm = Utilization index in working capital management 
Plwcm = Utilization index in working capital management 


Elecm = Efficiency index in working capital management 


4.0 RESULTS AND DISCUSSION 
Table 1 - Components of Working Capital Index - Berger Paints India Limited 


(7 in Crs) 
Variables 2022 2021 2020 2019 2018 
Net Sales 7,740.93 | 6,021.41 | 5,691.69 | 5,515.55 | 4,723.79 
TURNOVER INDEX (TI) 1.29 1.06 1.03 1.17 1.12 
Current Assets 3192.43 | 2676.16 | 1851.36 | 1855.23 | 1657.94 
CA/SALES 0.41 0.44 0.33 0.34 0.35 
UTILISATION INDEX (UI) 0.93 1.37 0.97 0.96 1.15 
Inventories 2149.97 | 1499.00 | 1167.24 | 1149.13 | 939.36 
Receivables 835.58 | 838.61 558.57 | 574.33 598.01 
Cash and Bank Balance 206.88 338.55 125.55 131.77 120.57 
Loans and advances 847.53 305.04 288.84 253.07 313.39 
Index - Inventories 1.43 1.28 1.02 1.22 1.05 
Index - Receivables 1.00 1.50 0.97 0.96 1.17 
Index - Cash and Bank Balance 0.61 2.70 0.95 1.09 3.37 
Index - Loans and advances 2.78 1.06 1.14 0.81 2.51 
Total of the indices 5.82 6.54 4.08 4.08 8.10 
Indices - Average 1.46 1.63 1.02 1.02 2.03 
PERFORMANCE INDEX (PI) 1.87 1.73 1.05 0.26 0.51 
EFFICIENCY INDEX (EI) 1.74 2.36 1.02 0.24 0.58 


From Table 1, it is inferred that inventories, receivables, cash and bank balances, loans and 
advances for the short term form the components of working capital. Utilization Index is calculated, 
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which shows that there are normal fluctuations during the period from 2018-2022. During the study 
period, it was observed that during the initial period (2018), the utilization index was much better 
(1.15 > 1). During the year 2019, it was found that the current assets were not properly utilized, and 
from 2019, it started growing up to 1.37 in 2021 and got decreased during 2022 due to the pandemic 
period. It is inferred that the concern should take necessary measures to utilize the working capital 
to provide financing towards investment in current assets. 


While observing the performance index of Berger Paints, it is deduced that the performance 
was very low during the period of 2019-2020. But the concern started to boom in 2020 and still 
maintained in 2021-2022. 

As far as the Efficiency Index is concerned, it is observed from the Table 1 that the efficiency 
index was very poor during the year 2019-2020 as it has not planned to provide adequate source of 
short-term source of finance to meet its short term requirements. 

At the outset, it is observed from the study that Berger Paints India Ltd., underwent dreadful 
situation during the year 2019-2020 and overall, its working capital position started improving 
gradually. 


Table 2 - Working Capital Index Abstract - Berger Paints India Limited 


Year UI PI EI 
2018 1.15 0.51 0.58 
2019 0.96 0.26 0.24 
2020 0.97 1.05 1,02 
2021 1.37 73 2.36 
2022 0.93 1.87 1.74 
Average 1.07 1.08 1.19 
Maximum 1.37 1.87 2.36 
Minimum 0.93 0.26 0.24 


From Table 2, it is inferred that, on average, the Utilization Index (UI), Performance Index 
(PI), and Efficiency Index (EI) of Berger Paints India Ltd presented that the index is greater than 1 
(>1) for the years taken under the study. This implies that the concern has taken adequate steps to 
ensure that the working capital is provided properly to ensure a continuous supply of raw materials 
to carry out the production activities without interruption. 


4.1 Motaal’s Comprehensive Ranking Test 


Table 3 - Berger Paints India Limited - Liquidity Order of the Working Capital Components during the 
Period of Study (in Percentage 


(7 in Crs) 
Inventory | Receivables | Cash & Cash shor ie ety 
F Loans & Ranking Total | Rank 
Year Component | Component | Equivalent 
to CA to CA to CA Advances Ranks | Overall 
to CA 2|3|4 
2018 56.66 36.07 0.07 0.16 5 | 2 | 4 13 1 
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2019 61.94 30.96 0.07 0.12 )/3)3)/2/2 10 4 
2020 63.05 30.17 0.07 0.13 }4)2/2/3 11 3 
2021 56.01 31.34 0.13 0.10);1)4/3/1 9 5 
2022 67.35 26.17 0.06 0.21;5/1)/11]5 12 2 
Average 61.00 30.94 0.08 0.14 
SD 4.72081243 | 3.529273296 | 0.028284271 | 0.042778499 


From Table 3 presents the operating results year-wise through the adoption of Motaal’s 
Comprehensive Test, and it is asserted that the liquidity position in Berger Paints India Ltd was better 
in 2017-2018 and in the year 2021-2022 and observed that very poor in the year 2020-2021. 


5.0 CONCLUSION 


From the study of the working capital utilization, it is found that the liquidity in the nearest 
the last year, 2021-2022, the liquidity position is better when compared to the previous years. This 
may be due to the fact of the outbreak of COVID-19 and also other relative pandemics. Overall, the 
liquidity position of Berger Paints India Ltd is found to be satisfactory. 
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